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ABSTRACT 

In order to determine the effectiveness of Hawaii 
State expenditures on public education (one-third of Hawaii's general 
revenues funds) , the state legislature asked that the state auditor 
study the feasibility of applying a model to analyze expenditures for 
public education. The state auditor engaged Dr. Bruce S. Cooper, a 
professor at Fordham University, who had developed a Micro-Financial 
Analysis Model. The model tracks expenditures from administrative 
costs down to classroom-instruction costs on a school-by-school 
basis. Using expenditure data for fiscal year (FY) 1992-93, the audit 
found that the per-pupil cost of public education was $5,320, 
sli^^tly above the national average of $5,209 for FY 1991-92 reported 
by the National Center for Education Statistics (NCES) . 
Central-office costs — the state Department of Education (DOE) office 
and 7 district offices — accounted for 16.3 percent of public 
education moneys tracked by the model; however, the DOE contended 
that only 6 percent of the total was for central-operation costs. Of 
the $884 million for school-site expenditures, 72 percent ($634.3 
million) reached the student and classroom. Of the $940.4 million in 
direct expenditures for public education, almost $82 million, or 
almost 9 percent, was spent on administrative functions by the state 
office, district office, and schools. Finally, about . 60 cents out of 
every dollar reached students in the classroom, an amount consistent 
with other school systems studied by Cooper. The State Auditor 
recommends that the DOE use the model for analyzing expenditures on a 
regular basis. The DOE disagrees with many of the findings in this 
report, believing the NCES data to be more comprehensive. Fifteen 
exhibits are included. Appendices contain the database extract for FY 
1993. DOE program-identification list for 1993, and school site 
expenditures by function for 1992-93. (LMI) 



The Feasibility of Applying the 
Micro-Financial Analysis Model to 
Expenditures for Public Education 
in Hawaii: 

What Reaches the Classroom? 



BThit document hat been reproduced as 
received from the person or ofgxnitation 
Oftgin«tir>g it 

D Minor changes have been made to improve 
reproduction quality 



• Po«ntt ol view or optmons stated in this docu 
ment do not r^cessanly represent oMiciaJ 
OERi position or policy 



A Report to the 
Governor 
and the 
Legislature of 
the State of 
Hawaii 



U.t. OCPAIVTWENT Of EDUCATION 
OKica (A Ediicatiooai Research arKt Impfovemeni 



EDUCATIONAL RESOURCES INFORMATION 
y CENTER (ERIC) 




■■PERMISSION TO REPRODUCE THIS 
MATERIAL HAS BEEN GRANTED BY 



TO THE EDUCATIONAL RESOURCES 
INFORMATION CENTER (ERIC) " 




THE AUDITOR 



STATE OF HAWAII 



BEST COPY AVAILABLE 



Report No. 94.6 



September 1934. 



OVERVIEW 



The Feasibility of Applying the Micro-Financial 
Analysis Model to Expenditures for Public Education 
in Hawaii: What Reaches the Classroom? 



Summary in FYI992-93, the Legislature appropriated almost SI billion or 33 percent of 

Hawaii's general revenue funds to support public school education for over 176,000 
children. To detennme the effectiveness of these expenditures, the Legislature 
wanted better infonnation on where and how the moneys were spent. It requested that 
the State Auditor study the feasibility of applying a model to analyze expenditures for 
public education. 

The .>tate Auditor engaged Dr. Bruce S. Cooper, a professor at Fordham University 
School of Education, New York City, who has developed a Micro-Financial Analysis 
Model, fonnerly called the Cascade Model. The model is currently in use in over 50 
school districts in 1 5 states. It tracks expenditures from administrative costs down to 
classroom instruction costs on a school-by-school basis. 

The model separates costs by location and by function. Costs by location are separated 
into central office costs and school site costs. Costs by function are separated into 
those for (a) administration, (b) facilities and operations, (c) teacher support and 
development, (d) pupil support, and (e) instructional support or classroom instruction. 

Using expenditure data for FYl 992-93, we found that the Micro-Financial Analysis 
Model could be applied to Hawaii public school expenditures to generate useful 
information. The model could separate costs for the state office, seven district offices, 
and 234 schools by the five functional categories. 

Excluding expenditures of S5 1 .98 million for adult education, A plus, summer school, 
and certain special schools, the analysis tracked S940.4 million in direct costs for 
public education. Using a total student enrollment of 176,748, we fmd that the per 
pupil cost of public education in FY 1 992-93 was S5,320 or slightly above the national 
average of S5,209 for FY1991-92 reported by the National Center for Education 
Statistics. 

Central office costs of the DOE state office and seven district offices accounted for 
16.3 percent orS152.9 million of the public education moneys tracked by the model. 
The DOE contended, however, that only S56.2 million or 6 percent of the total was 
for central operation costs; it attributed the remaining S96.7 million to expenditures 
made for the schools, such as utility costs. Dr. Cooper finds that the 6 percent is 
unreasonably low for a centralized school system and reports that 12 percent is the 
norm for central office costs. 

School site expenditures were S700.1 million or 74.5 percent of the moneys tracked. 
When costs attributed by the DOE state and district offices, DOH. and DAGS arc 
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added, the schooU accounted for SSS4.1 mil!ionor94percer.to:-vhe costs tracked. Tne 
analysis alsoshowed that of the S8S4.1 millionaboutSo34.3 million or 72 percent was 
reaching the student and classroom. 

Ln terms of fijnctions, the analysis showed that of the S940.4 million tracked, about 
S8 1 .6 million or 8.7 percent was spent on administrative functions by the state office, 
district office, and schools. The proportion spent on administration w-as higher at the 
state office at 63 percent of its costs than at the district offices at 36 percent of their 
costs. Costs for instructional support were proportionately higher at the district 
offices. This was expected because of their closer relationship to the schools. 

Costs foradministration, facilities and operations, and teacherdevelopmentconstituted 
Sl,610 per pupil or 30.3 percent of the total system per pupil cost of $5,320. Average 
cost for both instructional support and classroom instruction was S3.710 per pupil or 
69.7 percent of the system per pupil cost. The average cost of classroom instruction 
alone at school sites was S3, 130 per pupil or 58.9 percent of the system per pupil cost. 
This means that about 60 cents on the dollar was reaching students in the classroom, 
an amount in keeping with other school systems that Dr. Cooper has studied. 

V/e find that the analysis model would be a useful tool in tracking expenditures on a 
regular basis at all school levels. Decision makers could use the data to identify areas 
where the use of resources could be improved or to compare school site expenditures 
with performance outcomes. Dr. Cooper found that schools that put more resources 
into classroom instruction do significantly better. 

We emphasize that this application of the model is only a first step to understanding 
and identifying school expenditures. The accuracy of the data provided and allocated 
by the DOE have yet to be verified. 



Recommendations 
and Response 



We recommend that further research be done at school sites to see what resources 
expended by the state and district offices actually translated into staff and programs 
on site. We also recommend that the DOE build the Micro-Financial Analysis Model 
into its fmancial management system to enable schools, districts, and the state office 
to track and analyze expenditures on a regular basis. We further recommend that the 
department use data from the analysis model to do strategic planning and to assess the 
relationship between the use of resources and student outcomes. 

The DOE responded that it disagrees with many statements in the report. It says that 
it also does not concur with the recommendations to incorporate the micro-financial 
analysis model with its own fmancial management system or to use the resulting data 
for strategic planning or for information on student outcomes. It says it uses the U.S. 
National Center for Education Statistics (NCES) reporting system which it believes 
to be more comprehensive than the analysis model. We note, however, that the NCES 
system collects data on higher levels and not on a school-by-school basis. The 
department concurs only with the recommendation to collect good data. 
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State Auditor 
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Foreword 



Hawaii has the only state-administered public school system in the 
nation. The State Department of Education is responsible for the 
education of over 176,000 public school children. In fiscal year 
1992-93, financial support for public school operations comprised 
almost $1 billion or 33 percent of Hawaii's general revenue funds. 

To obtain better information about the use of the substantial resources 
devoted to public schools, the Legislature requested that the State 
Auditor engage a consultant for a model against which Hawaii's 
education expenditures could be applied. We contracted with Dr. 
Bruce S, Cooper, a professor at Fordham University School of 
Education in New York City, who has developed a Micro-Financial 
Analysis Model for the Center for Workforce Preparation and Quality 
Education, an affiliate of the U, S, Chamber of Commerce, The model 
is currently in use in over 50 school districts in 15 states. The model 
tracks expenditures from administration down to the classroom level on 
a school-by-school basis. 

We wish to express our appreciation for the cooperation extended to us 
by the staff of the Department of Education, We would also like to 
acknowledge the cooperation provided by other state agencies that 
assisted in this analysis. 



Marion M, Higa 
State Auditor 
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Chapter 1 

Introduction 



Hawaii has the only state-administered, unified, public school system in 
the nation. An elected state Board of Education administers the seven- 
island system through its appointed superintendent of education. The 
system is supported by funds appropriated by the Legislature. In fiscal 
year 1992-93, almost $1 billion or 33 percent of Hawaii's general 
revenue funds were provided for public education. If appropriations for 
capital improvements were included, funds for public education would 
be well in excess ofSl billion. 

This report was prepared in response to a legislative request that the 
State Auditor engage a consultant to apply a model to expenditures for 
public education in Hawaii. The Legislature, expressing a need for 
better information on how state, resources have been spent to support 
education in the schools, hopes the analysis will be useful in setting 
priorities, establishing benchmarks, and developing policies for 
education. 

The. Office of the Auditor contracted with Dr. Bruce S. Cooper, a 
professor at Fordham University School of Education in New York City, 
for the analysis. Dr. Cooper has developed a "Micro-Financial 
Allocations Study Model" for the Center for Workforce Preparation and 
Qualit>- Education, an affiliate of the U. S. Chamber of Commerce. This 
report examines the feasibility of applying the model to analyzing 
expenditures for public schools in Hawaii. The model and the 
methodology used in applying it to Hawaii are discussed in Chapter 2. 
The data that resulted from applying the model are reported in 
Chapter 3. 



Hawaii's public schools are centrally administered by a state 
Department of Education (DOE) under the superintendent of education. 
The schools are geographically organized into seven districts with 
district offices on four islands. Each district is headed by a district 
superintendent who reports to the superintendent. The seven districts 
and the islands on which they are located are as follows: 

Hawaii - Hawaii District 

Oahu - Central District 
Honolulu District 
Leeward District 
Windward District 

erJc ^ 
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Kauai - Kauai District (includes island of Niihau) 

Maui - Maui District (includes islands of Lanai and Molokal) 

Exhibit 1.1 presents by district the types of schools, their numbers, and 
their enrollment. As can be seen, the districts vary in the numbers of 
schools and in pupil enrollment. For example, in fiscal year 1992-93, 
Central District had only 39 schools but a pupil enrollment of 35,765, 
while Honolulu District had 54 schools with 34,195 pupils. The smallest 
district is Kauai with only 14 schools and 10,503 pupils. 



Exhibit 1.1 

Hawaii Public Schools By District, School Type, and Enrollnnent 
FY1 992-93 



School Type: 



Districts 



Elementary 
Schools 



Intermediate 
Schools 



High 
Schools 



Other* 

Schools 



TOTAL 
by District 



Hawaii District 
Schools: 
Pupils: 



14 
8,652 



3 

2,678 



2 

3,748 



13 

1 1,240 



32 
26,318 



(Oahu) Central District 
Schools: 
Pupils: 



28 

21,300 



5 

4,778 



5 

8,642 



1 

1,045 



39 

35,765 



(Oahu) Honolulu District 
Schools: 
Pupils: 



39 

18,693 



9 

6,150 



6 

9.352 



0 
0 



54 

34,195 



(Oahu) Leeward Diserict 
Schools: 
Pupils: 



27 

18,480 



4 

4,275 



4 

7,573 



1 

1,121 



36 
31,449 



(Oahu) Windward District 
Schools: 
Pupils: 



23 

11,212 



2 

1,893 



3 

4,022 



3 

2,556 



31 

19,683 



Kauai District 
Schools: 
Pupils: 



9 

5,590 



0 
0 



1 

809 



4 

4,104 



14 

10,503 



Maui District 
Schools: 
Pupils: 



17 

9,556 



5 

3.347 



3. 
4.266 



3 

1.666 



28 

18.835 



All Districts Totals: 

Total Schools; 
Total Pupils: 



157 
93,483 



28 

23,121 



24 
38.412 



25 

21,732 



234 
176,748 



Percent of Enrollment 



52.9% 



13.1% 



21.7% 



12.3% 



100% 



•Schools with wider than customary grade spans, such as 6th through 1 2th grade. 
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Expenditures in 
FY1992-93 



In fiscal year 1992-93, operating expenditures for public education 
totaled S992.4 million (see Exhibit 1.2). This total included S757.7 
million spent by the DOE and $81.8 million spent by the Department of 
Health (DOH) and the Department of Accounting and General Services 
(DAGS). The Department of Health provided $15.2 million for nurses 
and health programs. The Department of Accounting and General 
Services contributed $66.6 million for school bus transportation and 
repair and maintenance. 

Another $131 million was provided to the DOE and $5.5 million to 
DOH and DAGS for fringe benefits, workers compensation, and 
unemployment benefits. The Department of Budget and Finance is 
responsible for fringe benefit costs for all state employees. In addition, 
indirect costs estimated at $16.4 million were also incurred for services 
to the schools. These estimated costs would be for services such as 
payroll processing for the DOE by the Department of Accounting and 
General Services. 



Exhibit 1.2 

Hawaii Public Education Expenditures, FY1 992-93 
(In millions) 



Direct Operating Expenditures 

DOE Expenditures 
State Office 
District Offices 
Schools 

Total DOE 

Fringe benefits for DOE 

Other Agencies' Support 
DOH 
DAGS 

Total Other 

Fringe benefits, DOH & DAGS 
Total Direct 
Indirect Allocations^ 
Total Operating Expenditures 



73.3 
71.3 
613.1 

757.7 

131.0 $ 888.7 



15.2 
66.6 



81.8 
5.5 



87.3 
976.0 
16.4 
$ 992.4 



1. Estimated costs for payroll processing and other miscellaneous costs Incurred by 
other departments. 
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ObjGCtiveS of thG The analysis sought to apply the micro-financial analysis model to: 

Analysis 

1 . Separate education expenditures through the system by state and 
district level operations to individual schools. 

2. Determine the amounts spent on various functions throughout the 
system and arrive at a per pupil cost for all school functions. 

3. Determine the extent to which money is reaching schools and 
classroom-instruction. 



Scope and 
Methodology 



This analysis relied on expenditure data that was supplied by the DOE, 
the Department of Health, and the Department of Accounting and 
General Services. To the data supplied by the departments, we added 
fringe benefit costs from the DOE's annual financial reports and from 
applying the state's fringe benefit rate of 23.15 percent to estimated 
payroll costs of DOH and DAGS for services to the DOE. The analysis 
focused on expenditures for FY1992-93. 

Included in the analysis are expenditure data for 234 of Hawaii's 239 
schools. Because of their size and specialization, we excluded five 
schools such as Shriners Hospital and Olomana. We categorized the 234 
schools into four levels: elementary, intermediate, high, and "other." 
Schools classified as "other" are those with a wider than usual range of 
grades, 6th grade to 12th grade for example. 



Excluded from the analysis were any costs that were not traceable to 
public schools and unusual expenses that accrued randomly to just a few 
schools. For example, we excluded costs for summer school, adult 
education, and other after-school and out-of school programs. We also 
excluded "transfer costs" paid by one department to another for internal 
services, such as the Department of Accounting and General Services for 
payroll services. These costs were not related to expenditures at 
particular schools. 



We did not audit the expenditure data provided by the departments, 
analysis was performed from March 1994 through August 1994. 



Our 
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Chapter 2 

The Micro-Financial (Cascade) Analysis Model 



This chapter explains the Micro-Financial Analysis Model and how it 
was applied in Hawaii. It describes the model's purpose, how it works, 
what expenditure data was obtained from the Department of Education 
(DOE), and how the information was used. 



TflG IV! ^rO- The Micro-Financial Analysis Model was developed by Dr. Bruce S. 

Finsncial Analysis Cooper of Fordham University School of Education. Dr. Cooper and his 
Mod6l associate used an early form of the model — the Cascade Model — to 

determine how the New York City public school system was spending 
its money. They found that between 1989 and 1991, the New York City 
school system spent two dollars on administrative support for every one 
dollar of direct classroom instruction. 

Dr. Cooper notes that some critics feel that too much money is spent on 
"overhead" and management and too little on teachers and students in 
their classrooms. Many districts have one administrative and support 
staff for every teacher, thereby increasing the operating costs of the 
system. 

If schools are to be improved, the public needs better information on the 
costs of school operations. Dr. Cooper states that schools can be 
properly "restructured** only if we understand how the existing structure 
is supported. School-site information is useful in setting priorities, 
establishing benchmarks, and determining whether new policies work. 

Furthermore, good financial information is vital in determining where 
funds are going, what various functions cost, and where reductions may 
be made. If schools suffer cutbacks in funding, it becomes especially 
important to be able to control the effects of "down-sizing" with the 
least disruption to the educational process. 

The purpose of Dr. Cooper's model is to develop better information on 
how education dollars are actually spent and how much actually reaches 
the classroom. Dr. Cooper found that many legislators nationwide were 
frustrated by the impenetrable nature of reports on school finances. His 
model presents school expenditures in a format that is readily 
understandable to the lay person. 
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Guiding principles The model uses each and every school as the unit of analysis. It builds a 

financial profile of school-site expenditures, calculated on real costs, not 
''budgeted" dollars. The guiding principles for the model are to: 

• Separate costs by location: expenditures are located where they 
actually occur, not where the system accounts for them. 

• Attribute costs by five generic functions: costs are attributed by 
function to (a) administration, (b) operations and facilities, (c) 
staff development, (d) pupil support, and (e) classroom 
instruction. 

• Analyze costs by location and function: costs for each location 
and function are combined so policy makers can see where and 
how school resources are expended. 

• Examine costs by type of school: expenditures can be compared 
by school type — elementary, intermediate, high, or "other" 
schools. 

• Focus on school-by-school: expenses are reported on each 
school down to the classroom level. 

• Calculate efficiency through ratio analysis: results of the study 
can be used to calculate the efficiency of each school as a ratio 
between the resources for direct services to students (teaching, 
counseling, coaching) in comparison to the costs of 
administration, operations, staff training, and so on. 



Assumptions behind The model tracks the use of resources by identifying school system 

ttie modei expenditures by location and by function, creating a matrix. The 

assumption is that most school systems have similar structures, or 
locations, and functions. The locations consist of a central office and 
school sites. The functions are (1) administration, (2) facilities and 
operations, (3) teacher support and development, (4) pupil support, and 
(5) instructional support and clacsroom instruction. 

Both the central office and the school sites perform these common and 
complementary functions. For example, they both deal with personnel, 
facilities, and curriculum issues. Thus, the model shows how money is 
allocated and used according to school system locations and the 
functions that occur at each location. 

The model designates the five functions at the central office by capital 
letters A through E; the small letters a through i designate the same 
functions at the school site. Exhibit 2.1 describes the five functions. 
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Exhibit 2.1 

Micro-Financial Analysis Model — Five Functions 



CENTRAL OFFICE FUNCTION: 



A* Administration 

Superintendent, financial management and 
central support services, staff, offices, 
supervisors, directors, including salaries 
plus fringe benefits, 

B. Facilities & Operations 
^j^^ Central office buildmgs, lights, heat, air 

conditioning, repairs, maintenance upkeep, 
plus the cost of running the facilities and 
operations. Salaries and fringe for Opera- 
tions management staff at Central 

€• Teacher Support & Development 
Planning, coordmating, and directing the 
teacher in-service education, staff training 
director and staff who work out of the 
Central Office. • 

Pupil Support 




Coordination and direction of student 
support function. Salaries and fringes, office 
and secretary for the Pupil Personnel and 
support functions, psychologists and others 



who direct and coordinate student services. 

£• Instructional Support 
jsmg ^ Coordinators and directors of instructional 
^==^x program^ who provide sennces to teachers 
in tiieir classes. Costs of supportiiig instruc- 
tion - such as screening textbooks, writing 
texts and materials, as well as purchase of 
direct materials. 



SCHOOL SITE FUNCTION: 



a. Administration 

Principal, assistants, secretaries. 

Office expenses, salaries plus fringe benefits. 



Facilities & Operations 

School site building costs, including utilities, 

repairs and custodial costs, bus services, food 

services. 



c. Teacher Support & Development 
Delivery of school-site staff development, 
mentoring, peer coaching, sabbatical leaves, 
other teacher support efforts. 

d. Pupil Support 

Out-of-classroom student support guidance 
counselors, media and library staff, coaches, club 
leaders, and others who work with students. 
Salaries and fringe benefits, plus offices. 

e. Qassroom Instruction 

Teachers* salaries and fringe for work done in 
classroom. Other classroom staff costs, including 
teacher aides, paraprofessionals; textbooks, 
material, computers used in classrooms; paper, 
chalk, and other disposables. 





Figuro 1 



Source: Center to: Workforce Preparation and Quality Education. Hnal Report to the Ully Sndoww0nt, Inc. 
on the Center for Workforce Preparation and Quality Education School Finance Project, Exact 'tive Summary, 
Washington. D.C., 1993. Reprinted with permission. 
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Applying the For several reasons, applying the model to Hawaii was an exceedingly 

Model to Hawaii complex task. The reasons included the unique structure of the DOE, 

problems in allocating costs from the state and district offices, 
considerations in allocating costs from other agencies, difficulties in 
allocating DOE program costs to the five functions in the micro- 
financial analysis model, and the complexity of allocating fringe benefit 
costs. 



Exclusions The micro-financial analysis model tracked a total of $940,424 million 

through the public schools. Excluded from the analysis were 
expenditures of $35.58 million for programs that were not directly lower 
education programs, such as adult education, A plus, and summer 
school. Also excluded were unusual expenses accruing to just a few 
schools and the expenditures made by certain special schools. We also 
excluded the estimated indirect allocation of $16.4 million for 
miscellaneous costs incurred by other departments. In total, 
expenditures of $51.98 million were excluded. 



Allocating costs by Fiist, the model required the DOE to attribute costs to the sites where 

locBtion they occurred. Unlike other school jurisdictions nationwide that have 

only a central office and school sites, Hawaii has three locations — the 
state office, seven district offices, and over two hundred schools. 
Consequently, we had to identify separately central office administrative 
(A) costs for a state office from central office administrative (A) costs 
for the district offices. 

To identify expenditures for the three locations, the DOE used its 
automated Financial Management System (FMS) to generate a summary 
of expenditures for FY 1992-93 by organizational unit. The summary 
FMS Data Base Extract and Summarization for FY93 (Appendix A) 
listed expenditures for all state level offices, district level offices, and 
schools. The FMS Data Base Extract was the basic source for all the 
costs used in applying the Micro-Financial Analysis Model, In applying 
the model, we added a fringe benefit cost to the amounts given in the 
FMS Data Base Extract. Consequently, the numbers shown in the 
analysis will not match the amounts in the FMS Data Base Extract, 

The state and district offices believed that most of their expenditures 
were actually for school site functions. They allocated these 
expenditures down to the school sites. According to the expenditures 
reported by the DOE, of the $78,9 million for the state office, S41.4 
million was actually spent for school site functions. Of the $74. 1 
million for the district offices, 555,3 million was spent for school site 
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functions. Therefore, the combined costs the state and district offices 
attributed to school sites (including fringe benefits) totaled S96,7 
million. 

Some of this is expected. For example, traveling teachers may have 
been paid by the state office or district offices but actually taught in the 
schools. Also, the state office paid the utility costs for all schools. 
However, the DOE could not identify the specific amounts expended by 
state and district offices for each individual school. Consequently, to 
account for these expenditures at the school level, we allocated them to 
individual schools on a proportional enrollment basis. 

The model also breaks down costs by the five functional areas 
(administrative, facilities and operations, teacher support, pupil support, 
and instruction). But the DOE said that it could not separate state and 
district expenditures into the five functional areas. For example, the 
state level Administrative Services Branch has functions related to both 
A (administration) and B (facilities and operations), Dr, Cooper agreed 
that the DOE could combine expenditures for the state and district 
offices into two functional areas instead of five. 

Thus, in applying the model to Hawaii, functional categories A, B, and C 
were consolidated into a new A, and categories D and E were 
consolidated into a new E for state and district offices. The new 
designations are as follows: 

A = State office administration, facilities, operations, teacher 
support and development; 

A' = District office administration, facilities, operations, teacher 
support and development; 

E = State office pupil support and instructional support; and 

E' = District office pupil support and instructional support. 

The next step was to allocate school level expenditures according to the 
five functions. In FY1992-93, Hawaii had 239 public schools, but the 
analysis excluded five schools because of their size and specialized 
nature, such as Shriner's Hospital and Olomana. The resulting analysis 
covered 234 schools with a total enrollment of 176,748 students. The 
schools were classified as elementary, intermediate, high, and "other" 
(schools with a wider than usual range of grades). 

To assign all school expenditures by function, the DOE used its FMS 
Program ID Listing which contains all program codes or the codes for 
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the lowest level at which the DOE captures expenditure data. The DOE 
assigned each program code to one of the five functions in the model 
(see Appendix B for the program codes and the functions to which they 
were assigned). Based on the assignment, FMS generated the FMS Data 
Base Extract and Summarization for FY93 showing the direct 
expenditures by each school for each function. 

These direct school expenditures, however, did not include the amounts 
the state and district offices said they spent for school site functions — 
for example, utilities. As noted earlier, that state and district offices' 
expenditures for school sites totaled $96.7 million — $41.4 million from 
the state office and $55.3 million from the district offices. 

The DOE state and district offices could not identify how much they had 
spent for each school by function. We therefore allocated the total $$6.7 
million proportionally to schools according to student enrollment. This 
was done by calculating a per pupil cost for each of the five functions by 
taking the total dollar amount for each function and dividing that by total 
enrollment (176,748 students). Next we multiplied the per pupil cost by 
each school's enrollment to determine the amount to be allocated to the 
school. 



In addition to allocating DOE state and district office expenditures to 
schools, we had to allocate expenditures of $87.3 million for the 
Department of Health (for school health services) and the Department of 
Accounting and General Services (for transportation and repair and 
maintt "e). These expenditures include fringe benefit costs of $5.5 
million. , ^ain, using student enrollment, we allocated these costs to 
each school. 

School-by-school The result of these allocations is the school-by-school expenditure report 

report in Appendix C. The report shows the base expenditures for each school 

and the allocations from the state and district offices and the other 
agencies. Exhibit 2.2 explains the expenditures for one school. 

Using Honaunau School as an example, the first row shows the direct 
expenditures made by the school for each function. The second row 
presents Honaunau's allocated share of expenditures that the DOE state 
office reportedly spent on school site functions. The third row presents 
Honaunau's allocated share of expenditures reported by the district 
office. The fourth and fifth rows are allocations of expenditures made 
by the DOH and DAGS respectively. By summing up these amounts, it 
can be seen that costs for Honaunau School comprised of (a) $152,563 
for school site administration; (b) $319,023 for facilities and operations; 
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(c)S13,799 for teacher support and development; (d)$153,275 for pupil 
support; and (e) S 1 ,345,560 for classroom instruction, for a total of 
$1,984,220 for the school. 

A per pupil cost can be derived for each of the five functions and for all 
five functions at the school. For example, the per pupil cost for 
administration is $371 and the per pupil cost for all five functions is 
$4,828. A percentage can also be calculated for each of the five 
functions and be used to compare Honaunau School to other schools in 
the district or state. 



Exhibit 2.2 

Honaunau School Costs By Function 





School 


Type 


Enroll- 
ment 


Admin- 
istration 
a 


Facilities 
Operation 
b 


1. 


Honaunau 


Other 


411 


$146,000 


S 98.688 


2. 


DOE State 






6.251 


42.433 


3. 


DOE District 






312 


18.553 


4. 


DOH 










5. 


DAGS 








159.349 


6. 


Total 






$152,563 


$319,023 


7. 


Per Pupil Cost 






$ 371 


$ 776 



Teacher 
Support 
c 


Pupil 
Support 
d 


Classroom 
Instruction 
e 


d&e 


Total 


3 1.007 


S 78.415 


$1,260,389 


31.338,804 


31.584.499 


11.320 


680 


35.583 


36.263 


96.267 


1.472 


30.598 


49.588 


80.186 


100.523 




43.582 




43.582 


43,582 
159.349 


$13,799 


$15:,.2;5 


31.345,560 


31.498.835 


31.980.220 


S 34 


$ 373 


3 3.274 


$ 3,647 


5 4.828 



Conclusion We determined that it was feasible to apply the model to Hawaii. The 

model makes it possible to identify school-site expenditures for each 
public school in the state in an easily understood, standardized manner. 

Applying the micro-financial analysis to Hawaii's public school system 
was a difficult and complex task. The accuracy of the expenditures and 
the appropriateness of their assignment to each function have yet to be 
verified. According to Dr. Cooper, this is the first time the model has 
been applied to a statewide, centralized school system. It is emphasized 
that this report is only a beginning at understanding and analyzing public 
school expenditures. 
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This chapter presents the results of the micro-financial analysis of 
Hawaii's public schools. It reports on expenditures first by location, that 
is by state office, district offices, and schools. It then reports on 
expenditures by the five functions. We begin this presentation with a 
caveat: since data are based on information provided by the Department 
of Education (DOE), not by the schools, Dr. Cooper believes that the 
data will need to be verified at the school level. He concludes that the 
expenditures for administration as reported by the DOE may be 
unreasonably low. 



Costs of Using the model, we tracked $940,424 million in direct expenditures for 

Education public education in FY1992-93. As noted earlier, this amount does not 

include approximately $51.98 million in expenditures for adult 
education, A plus, other excluded programs, and indirect costs that were 
shown previously in Exhibit 1.2. It does, however, include allocated 
fringe benefit costs. 

As Exhibit 3.1 shows, the DOE state office cost $78,871 million; the 
district offices cost $74,086 million; and the schools cost $700,148 
million. Costs of $18,753 million by the Department of Health and 
$68,566 million by the Department of Accounting and General Services 
contributed another $87,319 million. 

Based on a direct cost of $940,424 million and a total student enrollment 
of 176,748 students, the per pupil cost of public education in Hawaii in 
FY1992-93 was $5,320 per student. Exhibit 3.2 shows the costs per 
student by location and the amount each contributed to the $5,320 per 
pupil cost. 



Costs by Location 



Central office costs 



In Hawaii, central office costs consisted of the costs of both the state 
office and the district offices (see Exhibit 3.1). State office costs were 
$78.87 1 million or 8.4 percent of the direct expenditures of $940,424 
million, while district offices costs were $74,086 million or another 7.9 
percent. Thus, the central office location accounted for 16.3 percent of 
the moneys tracked for public education in Hawaii. 
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Exhibit 3.1 

Direct Costs for Education, FY1992-93^ 
(In millions) 



% of 

Costs Total 

1. DOE State Office^ S 78.871 8.4 

2. DOE District Office^ 74.086 7.9 

3. Sctiools^ 700.148 74.5 

Total DOE 853.105 90.8 

4. DOH 18.753 2.0 

5. DAGS 68.566 7.2 

Total Otlier Agencies 87.319' 9.2 

Total Direct $ 940.424 100.0% 



1 . Includes fringe benefit costs. 

2. Does not include state, district, and school expenditures of S35.58 million for 
summer school, adult education, other after school costs, and certain schools. 

3. Does not include other Indirect costs of S16.4 million. 



Exhibit 3.2 

Cost Per Pupil, FY1992-93* 

Location Costs Per Pupil 

(In millions) 

DOE 

State Office S 78.871 S 446 

District Offices 74.086 419 

Central Office Total 152.957 865 

Schools 700.148 3,961 

Total DOE S 853.105 $ 4,826 

DOH 18.753 106 

DAGS 68.566 388 

Total Education $ 940.424 $ 5,320 

•Based on enrollment of 176,748. 
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The cost per pupil for the state office operations was S446, and for the 
district offices it was S419. Thus, the total cost per pupil for central 
office operations was S865 (see Exhibit 3.2). 

The state office claimed, however, that of its cost of $78,871 million 
S41.423 million was actually for school site functions (see Exhibit 3.3). 
Similarly, the district offices claimed that of their cost of S74.086 
million S55.304 million was for school site functions. When the 
S4 1.423 million in state office costs and the S55.304 million in district 
office costs were allocated down to schools, the total central office costs 
became S56.23 million, or 6 percent of the expenditures tracked for 
FYl 992-93. Central office costs were reduced from S865 to S3 18 per 
student. 



Exhibit 3.3 

Costs by Location, FY1992-93 
(In millions) 





Allocated to 


Allocated 






Location 


Central Office 


to Schools 




Total 


State Office 


$ 37.448 


S 41.423 


S 


78.871 


District Office 


18.782 


55.304 




74.086 


DOH 




18.753 




18.753 


DAGS 




68.566 




68.566 


Schools 




700.148 




700.148 


Total 


$ 56.230 


$ 884.194 


$ 


940.424 


Percentage 


6% 


94% 




100% 



Dr. Cooper believes that the 6 percent seems unreasonably low for a 
central office structure comprised of a state office and seven district 
offices. He says that state and district office attributions of S96.727 
million in costs to school sites should be verified as actually belonging 
to schools. The micro-financial model is based on direct on-site costs of 
staff and services actually in the schools, not merely supporting the 
schools from afar. Dr. Cooper believes that the real central office costs 
are probably somewhere between 6 percent and 16 percent. He stated 
that central office costs of about 12 percent are more the norm. 

School site costs As shown in Exhibit 3.1, the expenditures at the school sites were 

S700.148 million or 74.5 percent of the moneys tracked. When 
attributed costs from the DOE state office, district offices, Department 
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of Health, and Department of Accounting and General Services, are 
added, the schools accounted for $884,194 million or nearly 94 percent 
of the moneys tracked (see Exhibit 3.3). 

Dividing the total school costs of $884,194 million by total enrollment 
of 176,748, results in an expenditure per pupil of $5,002. As shown in 
Exhibit 3.4, $234 per pupil was attributed by the DOE state office and 
$3 13 by the district offices for school site functions. Dr. Cooper states 
that it would be useful to visit the schools to see how much of the state 
and district funds are actually reaching the schools and in what tangible 
form. Otherwise, some of these costs should be reassessed and perhaps 
attributed to the state and district offices. 



Exhibit 3.4 

School Costs Per Pupil, FY1992-93 



Expenditures 

(In millions) Per Pupil 

School Costs $ 700.148 $ 3.961 

Allocated to Schools 

DOE State Office 41.423 234 

DOE District Offices 55.304 313 

DOH 18.753 106 

DAGS 68,566 388 

Total Allocated 184.046 1.042 

Total School Costs $ 884.194 $ 5,002 



Costs by Function Exhibit 3.5 shows the costs of public education by function. It should be 

remembered that in applying the cascade model to Hawaii the state and 
district offices have only two functions instead of five. The costs of 
administration, building support, and teacher support were consolidated 
in one function — A and A'; and the costs of pupil support and 
instructional support were consolidated into E and E*. Schoo site costs, 
however, were divided into the five functions of the model. 

Of the total costs of S940.424 million, S8 1.679 million, or 8.7 percent, 
was spent on administration at the state office, district office, and 
schools. At the schools, $188,327 million, or 20 percent, was spent on 



Chapters: Summary of Micro-Financial Data for Hawaii 



facilities and operations; S6.156 million, or 0.7 percent, on teacher 
support; $81,082 million or 8.6 percent on pupil support; and $553,272 
million or 58.8 percent on classroom instruction. The state and district 
offices spent another $21,364 million on instructional support (a 
combination of expenditures for pupil and instructional support). 



Exhibit 3.6 

Costs by Function, FY1992-93 
(In millions) 



Costs 



Function 


State 


District 


Schools 


Total 




Administration (A, A', a) 


$ 19.524 


$ 6.798 


$ 55.357 


$ 81.679 


8.7% 


Facilities and Operations (b) 






188.327 


188.327 


20.0 


Teacher Support (c) 






6.156 


6.156 


0.7 


Pupil Support (d) 






81.082 


81.082 


8.6 


Classroom Instruction (e) 






553.272 


553.272 


58.8 


instructional Support (E, E') 


9.485 


11.879 




21.364 


2.3 


FMS/ISS 


8.439 


.105 




8.544 


0.9 


Total 


$ 37.448 


$ 18.782 


$ 884.194 


$ 940.424 


100.0% 



Central costs by Exhibit 3.6 shows the costs of the state and district offices for the Uvo 

function functions: (1) A and A', administration & operations, and (2) E and E\ 

instructional support. 

The DOE reportedly spent $37.4 million for strictly state office 
functions. Of this amount, $19,524 million was for administration and 
operational costs. Included here were expenditures for the Board of 
Education, superintendent's office, DOE top management, and other 
department management costs such as legal, accounting, and personnel. 
Instructional support, such as curriculum development, accounted for 
$9,485 million. The department's automated Financial Management 
System (FMS) and its student information system (ISS) accounted for 
the remaining $8,439 million. This means about 52 percent of state 
office costs were for administration and operations and 25 percent for 
instructional support. 

The districts spent $6 '^98 million, or 36 percent, for administration and 
operations and $1 1.8/i> million, or 63 percent, on instructional support. 
As was expected, the district offices, being closer to the schools, spent 
proportionately more of their funds on instructional support. 
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Exhibit 3.6 

Central Office Costs by Function, FY1992-93 
(in millions) 




District costs by Exhibit 3.7 compares functional costs by district. The districts spent an 

function average of $106 per pupil. Of this amount, S39 per pupil, or 36 percent, 

was for administration and operations and $67 per pupil, or 63 percent, 

was for instructional support. 

It appeared that per pupil costs were inversely related to size. The 
school districts with higher enrollments spent less per pupil than districts 
with lower enrollment. This was expected since certain costs were fixed 
regardless of enrollment. This was true for administrative and 
operational costs as well as for instructional support costs. 



Exhibits.? 

District Costs by Function, FY1992-93 







Administration 


A' 


Instructional 


E* 






Enrollment 


& Operations 


Per 


Support 


Per 


A'+E* 


District 


No. Pupils 


A' 


Pupil 


E* 


Pupil 


Per Pupil 






($ in millions) 




($ in millions) 






1. Hawaii District; 


23,318 


$ 1.175 


$ 45 


$ 1.464 


S 56 


$ 101 


2. Central District: 


35.765 


1.088 


30 


1.907 


53 


83 


3. Honolulu District: 


34,195 


.954 


28 


2.479 


73 


101 


4. Kauai District: 


10,503 


.608 


58 


1.291 


123 


181 


5. Leeward District: 


31,449 


.974 


31 


1.933 


61 


92 


6. Maui District: 


18,835 


1.091 


58 


1.471 


78 


136 


7. Windward District: 


19,683 


.908 


46 


1.334 


68 


114 


All Districts: 


176,748 


$ 6.798 


$ 39 


$ 11.879 


$ 67 


$ 106 
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For example, the nvo districts with low student enroUments, Kauai and 
Maui, spent the most per pupil on administration as well as on 
instructional support. The Kauai District spent $58 per pupil on 
administration and $123 per pupil on instruction. On the other hand, the 
largest district. Central, spent S30 per pupil on administration and $53 
per pupil on instructional support. 



School site costs by Exhibit 3.8 presents school site expenditures by function. The analysis 

function shows that schools spent $55,357 million, or 6.3 percent, of the total 

school site expenditures of $884,194 million on administration. 
Facilities and operations were a large component of school expenditures. 
At $188,327 million, they accounted for 21 .3 percent of school 
expenditures. Schools spent $553,272 million or 62.5 percent on 
classroom instruction. When classroom instruction and pupil support 
were combined, they accounted for $634,354 million, or almost 72 
percent of school site costs. Therefore, out of an average per pupil cost 
of $5,002 at school sites, about $3,589, or almost 72 percent, was 
purportedly reaching students. About 28 percent was spent on 
management and operation of schools. 



Exhibit 3.8 

School Site Costs By Function, FY1992-93 
(In millions) 





Function 




Costs 


% of Total 


Per Pupil Costs 


a. 


Administration 


S 


55.357 


6.3 


$ 313 


b. 


Facilities & Operations 




188.327 


21.3 


1,065 


c. 


Teacher Support 




6.156 


.7 


35 


d. 


Pupil Support 




81.082 


9.2 


459 


e. 


Classroom Instruction 




553.272 


62.5 


3,130 




Support & Instruction (d. & e.) 




' 634.354 


71.7 


3.589 




Total 


$ 


884.194 


100.0% 


$ 5,002 



a. Administration (6.3%^ 
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Per pupil costs by The model also presents per pupil costs by type of school: elementary, 

function and type of intermediate, high, and "other" schools. Exhibit 3.9 presents this 

school information and compares it to the system per pupil cost of $5,320. 

Costs for all types of schools for each of the five functions were very 
similar. For example, elementary schools in Hawaii received about the 
same resources per pupil as the other school types. Based on the 
analysis, the average per pupil cost for elementary schools was $4,969. 
Costs for the other types of schools were very similar. Per pupil costs 
for intermediate schools were $4,949, and costs for high schools were 
$5,016 per pupil. 



Exhibit 3.9 

Per Pupil Costs By Types of School and Function, FY1992-93 



Costs Per Pupil 







Elementary 


Intermediate 


High 


Other* 




Functions 


Schools 


Schools 


Schools 


Schools 


a. 


Administration 


$ 309 


5.8% 


$ 350 


6.6% 


$ 294 


5.5% 


$ 327 6,1% 


b. 


Facilities & Operations 


1.063 


20.0% 


1.075 


20.2% 


1.023 


19.2% 


1.142 21.5% 


c. 


Teacher Support 


35 


0.7% 


34 


0.6% 


35 


0.7% 


34 0.6% 


d. 


Pupi! Support 


406 


7.6% 


421 


7.9% 


567 


10.7% 


533 10.0% 


e. 


Classroom Instruction 


3,156 


59.3% 


3,069 


57.7% 


3.097 


58.2% 


3.142 59.1% 




Support/Instruction (d. & e.) 


3,562 


66.9% 


3.490 


65.5% 


3.664 


68.9% 


3.675 69,1% 




School Per Pupil 


$ 4,969 


93.4% 


$ 4,949 


93.0% 


$ 5,016 


94.3% 


$ 5,178 97.3% 




System Per Pupil 


$ 5,320 


100.0% 


$ 5,320 


100.0% 


$ 5,320 


100.0% 


$ 5,320 100.0% 



•Other schools are those that span several grades. 



According to Dr. Cooper, costs for Hawaii's elementary schools differ 
from costs of elementary schools elsewhere. Typically, elementary 
schools elsewhere receive less in resources than higher grade level 
schools. 

The exhibit also shows that the four types of schools spent about the 
same amounts by function. For example, administration costs ranged 
narrowly from 5.5 percent in the high schools to 6.6 percent in the 
intermediate schools. The largest expense for all school types was for 
classroom instruction, with the highest per pupil cost in the "other" 
schools. The costs for teacher support were quite low, less than I 
percent per pupil. 

It may be that our allocation of the over $96 million attributed by the 
state and district offices to school sites according to enrollment may 
have blurred the differences among the various school types. For 
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example, state and district offices attributed S49.4 million (or S279 per 
student) to classroom instruction at the schools. To determine what 
actual moneys and real services are reaching the schools, more research 
is needed. 

The largest difference among the schools appears to be in pupil support 
where the high schools spent $567 per pupil or 10.7 percent of their 
resources compared with $406 per pupil or 7.6 percent spent by 
elementary schools. High schools are expected to have higher per pupil 
support costs because of sports, counseling, media and library services, 
and other activities. Elementary schools have fewer extra-curricular 
activities and sports programs. 

The model shows that, on average, all school types spent less than 60 
percent of average per pupil costs on classroom instruction. "Other" 
schools spent $3,142 per pupil or 59 percent on classroom instruction. 
The intermediate schools spent slightly less at $3,069 per pupil, or 57.7 
percent of the average cost. When functions d and e, pupil support and 
classroom instruction, were combined, they represented slightly less 
than 70 percent of school expenditures. 

The model uncovered a number of schools that were significantly higher 
or lower in the amounts expended for various functions. Exhibit 3.10 
displays the highs and lows for each of the functions for the four types 
of schools — elementary, intermediate, high, and other schools. 

For example, elementary school administration costs were highest at 
Maunaloa Elementary School on Molokai at $1,381 per pupil and lowest 
at Kihei Elementary School at only $13 1 per pupil. Facilities and 
operations ranged from $2,360 per pupil at Hauula Elementary School to 
a low of $677 for Wheeler Elementary School. Pupil support ranged 
from $1,274 per pupil at Maunaloa Elementary School to a low of $307 
per pupil at Helemano Elementary School. Classroom instruction costs 
were highest at Maunaloa Elementary School at $4,964 per pupil and 
lowest at Kaelepulu Elementary School in the Windward District at 
$2,477 per pupil, or less than one half of the amount spent by Maunaloa. 

Differences also appeared among intermediate and high schools in their 
per pupil costs for each of the five functions. For example, among 
intermediate schools, Jarrett Intermediate School in the Honolulu 
District spent the most on classroom instruction at $4, 159 per pupil. 
Wheeler Intermediate School, in contrast, spent the least at $2,588 per 
pupil. Compared to the system per pupil cost of $5,320, classroom 
instruction at Jarrett and Wheeler Intermediate Schools were 78.2 
percent and 48.6 percent respectively. These differ markedly from the 
average of $3,130 or 58.9 percent of system per pupil costs. 
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Exhibit 3.10 

High and Low Costs By School Type and Function, FY1 992-93 



School Site 
Function 

a. Administration 

Maunaloa Elementary School 

Jarrett Intermediate School 

Lahainaluna High School 

Paauilo Elementary & Intermediate School 

Kihei Elementary School 
Kealakehe intermediate School 
Aiea High School 
Niihau School 



$ Per Pupil 



High Low District 

$ 1,381 Maui (Molokai) 

605 Honolulu 
519 Maui 
679 Hawaii 



$ 131 Maui 

252 Hawaii 

287 Central 

44 Kauai 



b. Facilities 8t Operations 
Hauula Elementary School 
Aiea Intermediate School 
Kaiser High School 
Nanakuli High & Intermediate School 



Wheeler Elementary School 
Lokelani Intermediate School 
Aiea High School 
Honaunau School 



2,360 
1,679 
1,417 
2,076 



Windward 
Central 
Honolulu 
Leeward 



677 
745 
889 
776 



Central 

Maui 
Central 
Hawaii 



Pupil Support 

Maunaloa Elementary School 

Jarrett Intermediate School 

Waimea High School 

Laupahoehoe High & Intermediate School 



Helemano Elementary School 
Kealakehe Intermediate School 
Waianae High School 
Niihau School 



1,274 
535 
846 
712 



Maui (Molokai) 
Honolulu 
Kauai 
Hawaii 



307 
318 
473 
304 



Central 
Hawaii 
Leeward 
Kauai 



Classroom Instruction 
Maunaloa Elementary School 
Jarrett Intermediate School 
Farrington High School 
Niihau School 



4,964 
4,159 
3,531 
7,574 



Maui (Molokai) 
Honolulu 
Honolulu 
Kauai 



erJc 



Kaelepulu Elementary School 
Wheeler Intermediate School 
Mililani High School 

Waimea Elementary & Intermediate School 



2^ 



2,477 
2,588 
2,693 
2,721 



Windward 
Central 
Central 
Hawaii 
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Exhibit 3.10 (continued) 



School Site 
Function 

d/e. Pupil Support + Instruction 
Maunaloa Elementary School 
Jarrett Intermediate School 
Farrington High School 
Niihau School 

Keonepoko Elementary School 
Wheeler Intermediate School 
Miliiani High School 

Waimea Elementary & Intermediate School 



$ Per Pupil 



High Low District 

6,238 Maui (Molokai) 

4,694 Honolulu 
4,201 Honolulu 
7,879 Kauai 



2,455 Hawaii 

2,955 Central 

3,195 Central 

3,085 Hawaii 



Total: (a through e) 

Maunaloa Elementary School 
Jarrett Intermediate School 
Lahainaluna High School 
Niihau School 



9,706 
6,350 
5,714 
8,982 



Maui (Molokai) 
Honolulu 
Maui 
Kauai 



Keonepoko Elementary School 
Lahaina Intermediate School 
Miliiani High School 

Waimea Elementary & Intermediate School 



3,839 
4,238 
4,625 
4,309 



Hawaii 
Maui 
Central 
Hawaii 
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The costs by function for the "other" school t>'pes were often higher 
compared with elementary, intermediate, and high school types because 
of their small size, special programs, and special needs. 

The differences are interesting because they indicate that despite being 
the most centralized, single-system school organization in the United 
States, Hawaii schools vary significantly in their expenditures. 
Maunaloa Elementary School spent a total of $9,706 per pupil compared 
to the average school expenditure of 55,002 per pupil statewide. At the 
other extreme was Keonepoko Elementary School that spent S3, 839 per 
pupil, a difference in per pupil cost of almost $6,000 per pupil. 

The differences between the high and the low per pupil cost for all 
functions was $2,1 12 for intermediate schools and $1,089 for high 
schools. The difference for the "other" school type was $4,673 per 
pupil. 

It appears that real differences in costs separate schools in Hawaii. 
Schools of the same type can spend greatly different amounts of money 
per student. This difference is perhaps related to school size (smaller is 
often more costly per student), seniority of faculty, and the maintenance 
of buildings. 



Given the range in expenditures at the school sites by Sanction, it 
appears that schools have the possibility of making meaningful choices. 
They could shift considerable resources to "child-centered" functions 
from "system-maintenance" ftinctions. They could spend more money 
on student programs, classroom help, and teaching. 

It is possible to calculate various measures of efficiency: for example, 
an efficiency ratio for instruction. One ratio for instructional efficiency 
could be derived by dividing instructional costs per student at a 
particular school by overhead costs or the sum of administrative (a), 
facilities and operations (b), and staff support (c). For example, 
instructional costs at Maunaloa Elementary School were $4,964 per 
pupil. Total overhead costs of functions a, b, and c were $3,468 per 
pupil. Dividing instructional costs by overhead costs results in an 
efficiency quotient of 14.31 (1.431 x 10). 

This ratio could be compared with that for Hookena School which had 
instructional costs of S3,489 per pupil and overhead costs of $1,659 per 
pupil. This results in an efficiency quotient of 21.03 (2.103 x 10). 
Using this formula, Hookena appears to be more efficient in delivering 
instructional services. Similar ratios could be developed for pupil 
support, function d, or pupil support and classroom instruction, functions 
d and e. These ratios could be developed for each school and related to 
outcomes so that the net effect of investing more money in the 
^ classroom could be determined. 

ERIC 1 



A school efficiency 
ratio 
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Conclusion The importance of the Micro-Financial Analysis Model is its ability to 

analyze costs at the individual schools and classrooms. By using this 
model, the DOE can better isolate costs for each school and for each 
function. 

Overall, the direct cost of education in Hawaii's public schools was 
$940.4 million or $5,320 per pupil in FYI992-93. The system averaged 
over 60 cents on the dollar in the classroom, an amount in keeping with 
other districts that Dr. Cooper has studied. 

Using the Micro-Financial Analysis Model to track expenditures, we 
find that expenditures at DOE accounted for almost 91 percent of the 
dollars for public schools in Hawaii (see Exhibit 3. II). Of this amount 
$1,610 per pupil or 30.3 percent was spent for administrative, facilities, 
and operational functions. Instructional support averaged $3,710 per 
pupil or 69.7 percent of the cost of public school education. 
Expenditures by schools for classroom instruction came to $3,130 per 
pupil or 58,9 percent of the average system per pupil cost of $5,320, 



Exhibit 3,11 

Per Pupil Costs by Location and Function 
FY1 992-93 



Structure/Function Per Pupil Cost % 

Department of Education 



Admin/Operations 



(A) State Office-Admin/Operations* 


S 158 




2.9 


(A') District Office-Admin/Operations* 


39 




0.7 


(a,b,c) Schoois-Admin/Operations 


1,413 




26.6 


Total Admin/Operations 




$ 1,610 


30.3 


(E) State Office-instructional Support 


S 54 




1.0 


(E') District Office-Instructional Support 


67 




1.2 


(d) Schools-Pupil Support 


459 




8.6 


(e) Schools-Classroom Instruction 


3,130 




58.9 


(d+e) Schools-Instructional Support 


3,589 




67.5 


Total Instructional Support 




$ 3,710 


69.7 


Total DOE 




4,826 


90.7 


Public School System 




$ 5,320 


100.0 



'Includes costs for FMS/ISS. 
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The data from the analysis can be useful in changing, improving, and 
redesigning public schools and the DOE system. Schools can use the 
data for longitudinal purposes to see if changes in programs and 
functions result in changes in the use of resources. With good 
information on where funds are going, school by school, decisionmakers 
can better plan their use of resources, detect anomalies in funding, and 
improve efficiency and effectiveness. 

As noted earlier, this was a feasibility study in using the model. The 
analysis was a first step using some preliminary data. It is useful as a 
benchmark and starting point. Much more can be done. First, additional 
data are needed from school sites to see what school level programs and 
staff resulted from expenditu' es made at state and district offices. The 
data should continue to be tracked for FY1993-94 to map any changes 
and to determine their effiects. 

Second, to facilitate the use of the model, it would be useful for the DOE 
to build the model into its automated financial management system. 
This would allow the state and district offices as well as the schools to 
track and analyze the data on a regular basis. Decision makers could use 
the data base to trace the use of resources and improve services. 

Once developed, the data base should become a standard tool in strategic 
planning for education. It would help the State to determine how best to 
use resources to improve public education. 

Finally, school site expenditures should ideally be related to student 
outcomes. Outcome data such as test scores, SATs, graduation rates, 
attendance, truancy, and other measures can begin to be related to the 
way schools use resources. Dr. Cooper has found that schools that put 
more resources into classroom instruction do significantly better than 
schools that put less resources with children. By targeting more funds to 
children, to schools, and to classrooms, students may bt afforded a 
stronger education with better results. 



Recommendations l. Data should be collected at school sites to see what resources 

expended by the state and district offices actually translated into 
staff and programs on site. This should be done for FY 1993-94, 

2. The Department of Education should build the Micro-Financial 
Analysis Model into its financial management system to permit 
schools, districts, and the state office to track and analyze 
expenditures on a regular and ongoing basis. 



ERIC 
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3. The Department of Education should use the resulting data base for 
strategic planning to improve education. 

4. The Department of Education should use data from the Micro- 
Financial Analysis Model to relate student outcomes to expenditures 
so that an assessment can be made of the relationship between the 
use of resources and student outcomes. 



ERIC 



Response of the Affected Agency 



Comments on 
Agency Response 



We transmitted a draft of this report to the Department of Education on 
July 8, 1994. The draft we transmitted did not include the fringe benefit 
costs now contained in the report. A copy of the transmittal letter to the 
Department of Education is included as Attachment I. The department's 
response is included as Attachment 2. 

The Department of Education agreed with our recommendation that data 
should be collected on a school-by-school basis. The department, 
however, disagreed to a large extent with statements and 
recommendations in the report. More specifically, it took exception to 
statements about the validity of its financial data, the use of per pupil 
comparisons among schools, and central administrative costs. The 
department did not agree with the recommendation to incorporate the 
micro-financial analysis model with its own financial management 
system. It uses the U,S. National Center for Education Statistics 
reporting system and believes that is more comprehensive than the 
analysis model.. The national system, however, does not track 
expenditures on a school-by-school basis. The department also did not 
concur with the recommendations to use data from the micro-financial 
analysis model for strategic planning to improve education or for 
assessing the relationship between the use of resources and student 
outcomes. 



ATTACHMENT 1 
STATE OF HAWAII 
OFFICE OF THE AUDITOR 
465 S. King Street, Room 500 
Honolulu. Hawaii 96813-2917 




(308) 537-C300 
FAX: (808) 587'CS30 



MARION M. HIGA 
State A'jc:;:of 



July 8, 1994 



COPY 



The Honorable Herman Aizawa 
Superintendent of Education 
Department of Education 
1390 Miller Street 
Honolulu, Hawaii 96813 

Dear Dr. Aizawa: 

Enclosed for your information are three copies, numbered 6 to 8 of our draft report. Analysis of 
Expenditures for Education in Hawaii: What Reaches the Classroom? We ask that you 
telephone us by Tuesday, July 12, 1994, on whether or not you intend to comment on our 
recommendations. If you wish your comments to be included in the report, please submit them no 
later than Monday, July 18, 1994. 

The Governor and presiding officers of the two houses of the Legislature have also been provided 
copies of this draft report. 

Since this report is not in final form and changes may be made to it, access to the report should be 
restricted to those assisting you in preparing your response. Public release of the report will be 
made solely by our office and only after the report is published in its final form. 



Sincerely, 




Marion M. Higa 
State Auditor 



Enclosures 



ATTACHMENT 2 



HERMAN M. AlZAWA. PH 0 
tUrflKMTCNOCNT 






DEPARTMENT OF EDUCATION 



P, O, BOX 23«0 



RECEIVED 



HONOLULU. HAWAII 96604 



OFFICE OF THE SUPERINTENDENT 



JulZO II 33 AH ^9^ 



STATE OF HAWAII 



July 18, 1994 



FROM: 



MEMO TO: 



SUBJECT: 




Auditor's Report titled: Analysis Expenditures for Education in Hawaii: 
What Reaches the Classroom? 



As stated at the outset, the purpose of the report is to separate state and district expenses from 
school expenses, and to classify expenses by five program categories, according to Dr. Cooper's 
Cascade Model, or the Micro-Financial Analysis Model (MFAM). The Department of Education 
(DOE) will respond to some of the findings, conclusions and recommendations contained in the 
auditor's report. 

1 . The report states that "good information is vital" (page 5) to good management. The DOE 
totally agrees with this statement. We, too, believe in making good information available 
and understandable to schools and their various publics. Currently, the following systems, 
financial management, student information, personnel, and data warehouse, whic'i are at 
various levels of development, will provide the information required for good management 
of schools. 

As part of a financial management system, an expenditure tracking system, such as 
MFAM, does provide certain information for policy makers. However, policy makers 
need to consider additional information, such as the allocation process and basis and the 
planned use of the allocated resources, in making their decisions. The DOE currently uses 
an expenditure tracking system, based on the model developed by the National Center for 
Education Statistics (NCES). 

2. The DOE strongly rebuts the references made in the report questioning the validity of its 
financial data. The DOE has a financial audit report by Grant Thornton that validates 
financial transactions and records. Dr. Cooper met for only a few hours with DOE 
personnel on fiscal data. We followed his instructions on categorizing expenditures. The 
report states, for example, "since data are based on information provided by the Department 
of Education (DOE), not by the schools. Dr. Cooper believes that the data will need to be 
verified at the school level." (page 1 1) This is a shortcoming of the MFAM process^ not 
the DOE's data. If more time were needed to retrieve data at a more discrete level, then 

Dr. Cooper should have taken the time to do it. 
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The report goes on to say that "Dr. Cooper believes that the 5 percent seems unreasonably 
low . . . that the real central office costs are probably somewhere between 5 percent and 16 
percent. He states that central office costs of about 12 percent are more the norm." (page 
13) No data are provided to support these statements. As a matter of fact, our records 
show that the DOE's total state and district administration budget is only 5.2% of the entire 
DOE general fund budget. ($35,807,884 out of $693,014,303) 

3 . Dr. Cooper's report discusses the differences in per pupil expenditures from school to 
school. Dr. Cooper validates the fact that there are differences because of a number of 
factors, some of which are beyond the school's control. The size or student enrollment is 
one such factor. The demographics and geography of Maunaloa and Niihau raise the per 
pupil expenditure. However, closing these schools is not an alternative. Other factors 
include the salaries of the school staff, which increase with years of experience; age of the 
school, which increases R&M costs; socio-economic conditions of the school community, 
which qualifies the school for additional funds for disadvantaged, low-achieving students 
through special needs or Chapter 1 programs. Even a factor such as a school having a CIP 
construction project will result in higher per pupil expenditures, since costs for equipment 
and textbooks for the new facilities are provided in the operating budget. 

4. We have serious reservations in Dr. Cooper's use of differences in per pupil expenditures 
among schools to calculate a "school efficiency ratio". The previous paragraph explains 
why there are many reasons why non-instructional expenditures could be unusually high. 
A school should not be ranked as less efficient in delivering instruction because of factors 
that may be demographic in nature. 

5 . The report seems to imply that It is easy to establish causal relationships between 
expenditures and student outcomes. We believe this is not so. As any query of 
informational databases available through the University of Hawaii's library system will 
reveal, millions of dollars have already been spent on research to establish causal 
relationships for such factors as class size to student achievement. Many of these research 
reports have ended up with conflicting conclusions. At the same time, however, we in 
government, all want to improve services through employing the most efficient and 
effective methods available. Establishing a causal relationship between expenditures and 
student outcomes is obviously a desired end, as evidenced by the research in this area. It is 
not an easy task, however, as many variables impact On student outcomes. Although 
current research findings do not allow a dollar for dollar correlation to lev-1 of student 
achievement, the DOE continues to work towards greater efficiency and effectiveness and 
will develop assessment processes to measure levels of success for school and student 
indicators. 

6. The report indicates that if schools knew where their monies were going, they would shift 
it to instruction. Under lumpsum budgeting, the schools already have the authority to 
move their monies. They are provided with monthly expenditure reports by programs. 
Many schools are already using their flexibility to move their money around. It is 
interesting to note that during the past year, which is the first year this flexibility was 
provided, 62 submittals were received from 50 schools. Schools bought 5 teacher 
positions and sold 30 positions, while buying 7 clerical and security positions and selling 
none. Schools, through the lumpsum provisions, demonstrated a need for more 
administrative and other support functions, transferring school resources to buy these 
critical services. 
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7 . The report expresses concern that state and district offices expended $93.3 million for 
school sites, (page 8) The DOE is working toward the goal of allocation school level 
expenditures now being paid by the state and district offices directly to the schools. This is 
being done on an incremental basis, since direct allocations to schools must be made 
equitably. Equitable does not mean equal 

For example, over $16 million a year in utility costs for gas, water, telephone, electricity, 
and sewer charges are now paid by the state for the schools. The state wants to allocate 
these funds to the schools. However, an equitable system of allocation must first be 
developed. In fiscal year 1994-95, the funds for telephones were allocated to schools. 
Developing telephone standards for schools and developing an equitable allocation formula 
required six months of collaborative work. In the coming years, the other utility funds will 
also be allocated as standards and equitable allocation formulas are developed and agreed ti 
by the schools. But these things do require time and administrative staff.' Each school has 
unique utility requirements. Age, configuration, and location are some factors that result in 
higher costs, regardless of the school's enrollment or number of buildings. 

8 . The report places a high priority on school by school expenditure data. The DOE has 
begun to provide expenditure and other data on a school by school basis. During this past 
legislative session (1994), DOE did provide the legislature with school by school 
information on expenditures and allocations for the last two years. In addition, we also 
provided the legislature with school by school information on student test scores and other 
student outcome data. This infomiation was transmitted electronically through the data 
warehouse system. As the DOE gains proficiency and improves its operations, data 
collection and transmission will better address the information needs, not only of schools, 
but also of policy makers, including the Legislature. 

Recommendations: Of the four recommendations listed on pages 24-25, the idea of collecting 
data on a school by school basis we agree with and will be working towards presenting such 
information. Regarding recommendations 2, 3, and 4, we do not concur and provide the 
following comments: 

• The DOE has been working with NCES on data collection and reporting and should be 
allowed to continue using the NCES reporting system. The NCES expenditure tracking 
system is a much more comprehensive system. 

NCES is part of the U.S. Department of Education. It coordinates a national consortium. 
Every state is a member. NCES has developed benchmarks or national norms that can be 
used to measure each state's efforts in the vai'ious areas. The uniform definitions and 
national benchmarks developed by NCES are used by all 50 states and over 15,000 school 
districts. This ensures that the data are comparable. Hence, the DOE and its schools can 
be compared to any of the other 49 states and over 15,000 school districts across the 
country. MFAM model is used in fewer than 30 school districts, none of which are 
comparable in size to the DOE. 

The DOE'S annual financial reports are based on NCES criteria and are included in the 
national database. It enables the DOE and all other governmental agencies to obtain 
information that is reliable and valid. 

NCES has similar categories of expenditures as MFAM. The NCES model separates direct 
instruction from administrative expenses, generates per pupil expenditures, and many other 
kinds of financial reports. In addition to an expenditure tracking model similar to MFAM, 
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NCES also collects and reports on outcome measures, such as student test results, 
attendance, drop out rates, and student violations. 

NCES provides additional resources and support to its members free of charge. In addition 
to the traditional published reports, NCES provides an electronic hook up into a national 
data bank, 

♦ Tracking expenditures alone is not sufficient for good fiscal management. In order to make 
sense out of expenditure data, the allocation system must be understood. Consideration 
must be given to the basis of allocations and the issue of equity to schools. Decision 
makers also need to relate expenditure tracking to the planning process, and not only to 
final outcomes. 

Expenditure information is recorded according to program structure, organizational 
structure, and allotment control based on budget preparation and allocation procedures. 
The expenditure tracking system should not dictate the decision-malcing system. 

If, however, the Legislature continues to feel that the MFAM expenditure tracking model should be 
installed in the DOE, we ask that the concerns expressed in this response be addressed prior to 
such implementation. 
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Appendix C 



School Site Expenditures by Function, FY1 992-93 
(In dollars) 



Appendix C lists school site expenditures by the five functions in the Micro-Financial Analysis 
Model. For each school, information is given on expenditures for each function by the expending 
agency. Totals and per pupil costs for each function are given. Total expenditures for each 
function by type of school and by district are also provided. 

The listing is organized first by district then by type of school— "other," elementary, intermediate, 
and high. Within those categories, schools are listed in alphabetical order. District are listed in the 
following order: 
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